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situation was further aggravated by an increase
in the military and other branches of expenditure.
From the budget arrangements of the year it at once
became evident that all the worst anticipations as to
the financial exigencies of India were to receive a
practical corroboration. In the second Essay, which
was published in May, soon after these arrangements
were made known, it was shown that the Govern-
ment, from the measures which they proposed,
apparently thought that India was so entirely with-
out any financial reserve, and that all the sources
of fresh taxation were so exhausted, that no effort
could be made to obtain additional revenue. Con-
sequently the whole of the exceptional expenditure
could only be met by borrowing. The loan opera-
tions of the year were to be on so extended a scale
that the critical state of Indian finance was at once
disclosed, and on all sides the gravity of the situa-
tion was at length fully recognised. A loan of
3,500,OOOZ. was to be raised in India; 2,000,OOOL
was to be advanced by England to India, free of
interest, towards the expenses of the Afghan war;
and soon after the budget was introduced at Calcutta,
it was announced that the Government would ask
Parliament for authority to borrow 10,000,000?. in
England. But serious as was the state of things
disclosed by these exceptionally large borrowing
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